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year which includes any portion of �t�h �~� �p�e�~�i�o�d� desCribed in 
(2) • 

-j r-;: (" - , .. �~� 4 • 

In addi tion, the �b�i�l �~� ;,wQuld -permi t ·- taxp-ayeis' 'whG would 
be entitled as a result of the provisions' 6f :·the bill to a 
refund or credit of any overpayment, but for the operation of 
the statute of limitations or �o�~�h�e�r� rule of law, to obtain 
the refund or credi t by f iling �,�- �a�c�I�~�:�i�I�i �L �1�i�i� thin one year after 
the date of enactment • 
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. :rhe biJ.l 'wou+Q apply retroactively 'to taxaole years .- ,: : 
�e�n�d�i�n�~� afte'r �1�9�6�~ �. �; �'� with respect to expenses paid or : iilcurr:ed . 
after �~ �1�9�. �, �9�9� and �r �b�e�~�6�r�e� 1975. . �~� r :" , ., �,�.�.�:�.�:�:�;�~�:�~�.� :: ,. , 
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Revenue Effect �"�' �.�~� " �~�;� . ( ' �~ �.�.�.� '. 
( t.:" ," �~� : ':..1: ' e 
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The �p�~�9�v�i�9�!�o�Q�s� of the bill are estimateQ to result in 
credits or �' �t �e�~�U�f�t�d�j �~ �6�f� �l�e�~�s� thari $1 millioq. �:�~�.�~ �.� -
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.J 9r ,: H.R. ~27l:--Mr. Rostenkowski 

_' ; Increase .J:,imi tation on D~duction for 
.• 1 -J;'" '~eitain BusiIie~s Gi'f€$- . 

.• ,. ~" ... " ,:"3 ~ .. ') . l. "_.; 

') <: !. ~' '." :.57. present, Law _ ~ . 
:t .s ' of.. 

~ .. ' 

Code section 274(b) gengrally disallows business 
deductions for gifts to the extent- t-na'f:- the total cost of all 
gifts of cash, tangible personal property, etc., to the same 
individual'#Lom , ~he,taxpayer during . tl)e taxal?le ,year exceeds.. 
$25. t. Th~ st~tute expressly ,defines ~the .::ter.m ' SJft' 1;:0 'm~,a;n allY, 
amount excludable from gross income under .section 102 ' .. " .. _ t ' · 

(relating to gifts and bequests). Thus, section -274('B) ~aome ~ 
into play in the case of a payment of , ~ash or property which 
section 102 treats as a gift, ~nd ~pro~ides rules for whether 
such payments may still be deductible by the payor. 

The $2~ limitation is' increased 'in ~ the cas~ ~Qf ·: b~sines; . 
,. ~, . ~ " ,'::' 1 

gifts of i terns of tang ible personal property whi'ch are ' ,' 
awarded to employees for certain purposes. Prior to 
enactment of the Economic Recovery Tax Act of 1981 (ERTA), 
this exception to the general $25 limitation applied to an 
item of tangible personal property only if the item's cost 
did not exceed $100, and only if the item was awarded to an 
employee by reason of length of service or for safety 
achievement. ERTA increased this ceiling from $100 to $400, 
and expanded the specified purposes to include productivity. 
ERTA did not increase the general $25 limitation on 
deductibility of business gifts. 

Explanation of the Bill 

The bill would amend Code section 274(b) by increasing 
from $25 to $100 the general limitation on the deductibil i ty 
under sections 162 or 212 of all gifts of cash and property 
made to the same individual from the taxpayer during the 
taxable year. The amendment would not modify the exceptions 
to the general limitation which are enumerated in the statute 
(e.g., the special limitation on deductibility of gifts of 
certain tangible personal property awarded to employees for 
the specified purposes) • 

Effective Date 

The amendment made by the bill would apply to gifts made 
after the date of enactment of the bill. 
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Possible Modification 

Only business gifts of tangible personal property would 
be eligible for the increased deduction limitation. 

Revenue Effect of Bill as Modified 

The provisions of the bill, with the modification 
described above, are estimated to decrease budget receipts by 
$32 million in 1984, $69 million in 1985, $78 million in 
1986, $89 million in 1987, and $98 million in 1988. 


